
~AThT
Suite 1000
1120 20th Street, NW.
Washington, DC 20036
202 457-3810

July 29, 2002

Via ElectronicFiling
Ms. MarleneDortch
Secretary
FederalCommunicationsCommission
445 12~St., SW RoomTWB-204
Washington,DC 20554

Re: Notice of Ex parteContact
Elimination of ConditionsImposedby theFCC on theAT&T-
ALASCOM Relationship,CC DocketNo. 00-46

DearMs. Dortch:

On Friday, July 26, 2002 Kristi Catlin ofAT&T andMichaelFelix
of AT&T-ALASCOM metwith CommissionerMichael Copps,Jordan
Goldstein,LegalAdvisor to CommissionerCopps,CommissionerKevin
Martin andDanGonzales,LegalAdvisor to CommissionerMartin, and
discussedissuesrelatedto theaforementioneddocket. At themeeting
theattachedmaterialswere reviewed.

Thepositionsexpressedwereconsistentwith thosecontainedin
previousfilings in thereferenceddocket. Oneelectroniccopyof this
Notice is beingsubmittedin accordancewith theCommission’srules.

Sincerely,

PenelopeK. Alberg

Cc: CommissionerCopps
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JordanGoldstein
DanGonzales
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AT&T AlascomConnectsAlaska
• Throughout this vast territory, AT&T Alascom

connectsevery local servicearea to the public
switchednetwork.

• As the LD carrier-of-last-resort, AT&T Alascom
serveswhere no one elsechoosesto serve.

• AT&T Alascomprovides the only connectivity to
about 100 locationsrepresenting 10% of all access
lines in Alaska.

• AT&T facescompetition for the other 90% ofAlaska
accesslines, and has lost more than 50%ofthe overall
market.



AT&T RemainsCommitted To Alaska
• We launchedthe AURORA III satellite in 4Q00 and haveupgraded over

half of our 200earthstationswith DAMA equipment that permits “single-
hop” transmissionbetweenvillages.

• We have askedthe RCA to considerin-state subsidiesto underwrite losses
in serving the Bush.

We have proposedsharing the COLR obligation with our facilities-based
LD competitor, GCI.

• We filed a petition at the FCC in March of2000to allow for relief from the
conditions imposedupon Alascom and AT&T (the “214 Petition”). This
relief would allow us to lower prices and bring national plans to Alaska.

• We have alsopursued other regulatory reforms to lower costsand better
reflect current market conditions.
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The History - AT&T Alascorn
• Between1972 and 1995,AT&T and Alascomjointly

provided switchedtelecomservicesbetweenAlaska and the
Lower-48 States

• Under the 1980Joint ServiceArrangement, AT&T received
all revenuesand bore all costs,including a return on
Alascom’sinvestments

• Revenuesalways fell substantially belowthe costsAT&T was
required to bear

• The “viable and fair” resolution wasAT&T’s $290million
acquisition ofAlascorn in 1995



Today’s Competitors Include:
• Alaska Communication Systems(ACS): ILEC with an IXC affiliate,

with annual revenuesof $332M and serving70% ofaccesslines. ACS
alsooperatesthe State’s largestcellular provider, the largest ISP, and
the 3rd largestLD carrier.

• General Communications Inc. (GC1~:LD carrier and CLEC with
annual’revenuesof $357M from long distance(68%), cableTv (21%),
local (7%), and Internet access(3%). GCI owns75%ofAlaska’s
cable-Tvproperties.

• AT&T Alascom: LD carrier and CLEC with annual regulated
revenuesof $241M from long distance (>99%) and local (<1%).
AT&T Alascom,with 48% market share, is treated asthe Incumbent
and “Dominant” Carrier, and Carrier ofLast Resort.



AT&T Alascom’sRegulatory Initiatives

• In-State Market Structure Docket: Soughtelimination of
in-state “Dominant Carrier” regulation ofAT&T Alascom,
and implementation ofthe Alascom-proposedBush Subsidy.

• In-State AccessReform: Seekingreform of in-state access
charges.

• FCC Section214Petition: Seekingelimination of interstate
conditionsplacedupon AT&T and Alascomby the FCC in
connectionwith AT&T’s 1995purchaseofAlascom.



In-State Market Structure Docket

• In April of2002,the RCA deniedAT&T Alascom’srequestfor relief
from its Dominant Carrier status. As a result, we are left with the costsof
filing Form M (legal entity fmancial statements),keepingseparate
reporting and tracking mechanisms,and servingasCarrier Of Last Resort.

• We believethat reliefwas appropriate becauseAT&T Alascomhaslost
market power in provision of services,and now servesabout 48% of the
long distancemarket and earns lessthan 25%of the total telecom
revenuesin the state.

• What we are not asking for is to quit serving Alaska.

• What we are asking for is market structure relief that allows us to
compete.



Intrastate AccessReform
• At the requestofAT&T Alascomand GCI, the RCA hasopenedan

inquiry into the levelof in-state accesscharges.

• AT&T Alascomproposedthe elimination of the NTS CCL elementof
intrastate accesschargesto be replacedby a SLC and/or USF funding,
an investigation of TS elementsof intrastate accesscharges,

• identification Of implicit subsides(either removing them or making
them explicit), and a movetoward adoption of forward-looking
economiccostingasthe basis for calculating accesscharges.

• The RCA hasformally indicated a willingnessto examinethe
institution ofan in-state Subscriber Line Charge (“SLC”) as a meansof
reducing accesscharges.

• We expecta ruling before the endof the year.



Section214 Petition At The FCC
• When AT&T acquired Alascom,the FCC:

— required Alascom and AT&T to operate as separate
legal entities;

— required Alascom (and not AT&T) to offer Alaska end
users interstate serviceunder an interstate tariff that is
completelyseparatefrom AT&T’s, and;

— required Alascom to offer Interstate wholesale service
to other carriers under a separate tariff known as the
Common Carrier Services(“CCS”) tariff.

• The FCC did so to constrain the perceivedmarket power
that AT&T and AT&T Alascomcould exercisein Alaska,
and to insure that other carriers have non-discriminatory
wholesaleserviceto all locations in Alaska.



Section214 Petition (cont’d)
• AT&T’s petition hasbeenpending sinceMarch 20, 2000.

• Reliefwill permit AT&T to competein the provision ofwholesale
servicesbetweenAlaskato the Lower-48 stateson thebasisofAT&T’s
integrated national costsrather than Alascom’sAlaska-specific
embeddedcosts.

• Reliefwill foster the introduction ofnew servicesin Alaska. Today,
AT&T Alascomincurs $600Kto?$1M dollars in extra billing,
development,and j ournalization costsfor eachserviceintroduced in
Alaska, becauseeachmust be introduced on a basisseparatefrom the
rest of the Nation.

• Reliefwill allow for additional costsavingsresulting in reducedlosses.
(In addition to the costsmentioned above,AT&T Alascomincurs
significant unnecessarycostsfrom unnecessaryregulatory filing,
tracking, and reporting requirements.)



Section214 Petition (cont’d)
• GCI opposesthe Petition becauseit doesnot want AT&T to lower

prices in the wholesalemarket on the basisofAT&T’s national costs
rather than Alascom’sAlaska-specificembeddedcosts,or to provide
integrated wholesaleoffers to customers. The artificial price
umbrella createdby the CCS tariff doesnot servethe public
interest.

• If the FCC grants AT&T’s Petition, AT&T (rather than Alascom)will
offer its servicesdirectly to end users.

• AT&T will continue to make its CCS tariff available for a two-year
transition period at rates no higher than exist today for serviceto all
Bush communitieswhere it maintains a facilities monopoly.

• At the sametime AT&T would maintain (and over time expand)the
servicesby which interestedcarriers could accessBush and non-Bush
LECs without relianceonCCS.



Section214 Petition (cont’d)

• The current regulatory structureforcesAT&T aloneto subsidize
serviceto the Bush. However, AT&T’s view is that service
throughout the stateofAlaska could be profitable given a different
structure and incentives.

• The current structure only impedesthe ability ofAT&T, the carrier-of-
last-resort, to compete,and it discouragesinvestment.AT&T believes
that what is neededis a broad-based,‘carrier-neutral subsidy
mechanism.

• The intent ofa subsidywould be to incent appropriate investmentin
the Bush.
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The Broadband Challenge:
Rural Alaska Internet Initiative

Today, Internet serviceto the Bush generallyentails an enduser
transport cost(100/minute)and speedslessthan 56kbps.

• Not surprisingly, bringing broadband to the Bush raisesunique
technicaland economichurdles.

• AT&T Alascomhas deployeda Frame Relaynetwork in Alaskathat
providesbroadband servicesto regional hubs.

• SinceAugust of2000,AT&T Alascomhas beenworking with the
private and public sectorsin an effort to find a way to bring advanced
servicesto the Bush.

• To date, a feasiblesolution hasbeenelusive,but the effort continues.


